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The problem of accounting information distortion has been the focus of 
everyone. In our opinion, it was attributed to deficiencies of corporate 
governance in China.  
This paper discusses the issue of accounting information distortion with 
corporate governance for listed companies in China proceeding from the angle 
of the relation between quality of accounting information and corporate 
governance. It is hoped these may be of some benefit in promoting healthy 
development of capital market in China. 
This paper develops an analysis on the relationship between Corporate 
Governance and Financial Statement Fraud(FSF) from aspects of ownership 
structure and board of directors characteristics, by choosing listed companies 
punished by CSRC for FSF as case study. The results show that the structure of 
the stock right of listed companies in China is unreasonable. The proportion of 
non-tradable state held (state owned legal persons) shares is unduly high and the 
stock right is highly centralized, while the proportion of public shares is unduly 
low and highly scattered. This lopsided stock right structure is mechanically the 
source that induces irregularities in financial statements made by listed 
companies. Therefore, in order to improve the accounting information of listed 
companies, the top priority task at present is to solve the drawback that 
state-owned shares absolutely dominate stock right, optimize stock structure, 
reduce the percentage of state-owned (state-owned legal persons) shares, 
increase the percentage of tradable shares, establish one multi-element, 
decentralized, dynamic and efficient stock right administration mechanism.  
On the other hand, the board of directors of Chinese listed companies lacks 














insiders, board members lacking the sense of independence and responsibility, 
one person concurrently holding the position of board chair and managing 
director, imperfectness in the system of independent directors and the setting up 
of various special committees. These shortcomings lead to the failure of internal 
supervising, controlling and balancing mechanism, and provide opportunities for 
the occurrence of false accounting information. Therefore, we should establish 
and perfect the system of independent directors, set up special committees with 
independent directors as the main body, strengthen the independence of the 
board of directors, improve the supervising and controlling mechanism by the 
board of directors and increase the administration efficiency of the board. 
This paper investigates and analyzes corporate governance and the 
institution of audit committees in the ITG company. It points out that audit 
committees of the said company does increase information transmission and 
transparency within the company, however, it seems to be of little benefit for the 
public in gaining adequate information. For this reason, we should improve the 
mode of operation of audit committees from the level of the system, and 
strengthen the efficiency of reciprocal relationship between audit committees 
and internal audit, external audit and board of directors. 
In conclusion, to overcome accounting information distortion, we should 
start from improving corporate governance. 
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